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| Re , from the Committee on Agriculture and Forestry, 
submitted the following 


REPORT 


The Committee on Agriculture and Forestry hereby reports on 
hearings held by a subcommittee on the disposal of surplus cotton. 

The subcommittee was composed of Senators James O. Eastland, 
chairman, Spessard L. Holland, W. Kerr Scott, Milton R. Young, and 
Andrew F. Schoeppel. 

Extensive hearings were held on all phases of the cotton question. 
Witnesses included officials of the Foreign Operations Administration, 
Department of State, and the Department cf Agriculture; representa- 
tives of national and regional farm organizations, and cotton trade 
organizations; and individuals representing the various segments of 
the cotton industry. The following facts are established without 
contradiction from any source. 


EFFECTS OF THE PRESENT FARM PROGRAM 


The primary cause of the present deplorable condition in which the 
American cotton farmer finds himself is the farm program of the 
United States. Support prices for cotton are set at an arbitrary figure 
of 90 percent of parity by law without regard to market conditions or 
world price levels. The flexible support program of the Agricultural 
Act of 1954 is made inoperable by the set-aside provision so far as its 
application to cotton for the crop-year 1955-56 and likely for some 
years in the future. The farm program has caused the accumulation 
of excessive stocks of American cotton in the hands of, and under the 
support program of, the Commodity Credit Corporation. The prob- 
lem has been made more complicated because this agency has not 
disposed of these stocks at competitive world prices, which has greatly 
contributed to the shrinkage of American exports. This withholding 
policy was designed to favor United States cotton producers by giving 
them priority in the current market both at home and abroad. How- 
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ever, the entire system, because it held American cotton prices above 
foreign prices and above American-produced rayon, resulted in a 
drastic shrinkage of the American cotton producers’ market, both 
domestic and foreign. In view of the fact that producers have now 
either sold their cotton or placed it under price support the approxi- 
mately 700,000 bales of CCC stocks not in the set-aside should be 
offered for sale immediately. The program has been designed, and 
has had the effect of protecting the American farmer as to cotton 
prices in the domestic market, but it has priced American cotton 
above its value in international markets, and has made and will con- 
tinue to make it noncompetitive with domestic and foreign competitive 
synthetic fibers, and with foreign-grown cotton. The present pro- 
gram, unless changed, will continue to have disastrous effects upon the 
entire American cotton economy. 

The effect of this program has been as follows: 

(1) The 90-percent support-price program of the United States has 
largely fixed the price level of world cotton. It has guaranteed’ that 
there will be no drastic declines in world cotton prices. Bankers 
have been secure behind this price umbrella to finance greatly ex- 
panded cotton production in the old cotton-producing countries, 
and it has caused the creation and development of new cotton produc- 
tion in great volume in many new producing areas of the world. 
This expanded foreign acreage in the last few years exceeds the total 
United States acreage allotted for 1954, while the United States pro- 
ducers were cut from 1953 plantings by 21 percent for 1954, and an 
additional 15 percent for 1955. In fact the United States producer 
has virtually borne the entire acreage reduction for the world. His 
sacrifice has maintained the world price at a high level, and encouraged 
foreign producers to expand acreage, capture historical American 
markets, and enjoy a period of unrivaled prosperity which the Ameri- 
can farmer has created, but in which he has been denied full participa- 
tion because of his curtailed acreage. 

(a) The result is that markets we have been generations in creating 
have been surrendered to foreign producers without firing a shot; 
—— have placed their cotton prices just under ours in order to 
get this export business and to take over in grave proportions the 
markets for American-grown cotton. 

(6) A further incentive to expanded foreign production has been 
our technical and financial assistance programs to provide know-how, 
equipment, and irrigation projects to remove the production risks 
and create new production areas. 

({1) The 90-percent support-price program, and our withholding 
policy, have not only protected the domestic and foreign cotton prices, 
but the system has also protected the American and foreign synthetic 
industries, particularly the rayon industry, which have placed their 
prices just under the price of cotton, and as a result have made great 
inroads into cotton consumption both in the United States and abroad. 
The result has been to further decrease the consumption of American 
cotton, which has made additional contributions to the present low 
cotton-acreage allotments. The subcommittee is of the opinion that 
unless changed the present program will in the future cause further 
decreases in the consumption of American cotton and still lower acreage 
allotments in the United States. Additional losses in the domestic 
market to synthetics and the loss of our exports to foreign cotton pro- 














DISPOSAL OF AGRICULTURAL SURPLUSES-——COTTON 3 


duction and synthetics could easily cut our national marketing quota, 
under existing law, well below 10 million bales and this, with con- 
tinued increases in production per acre in the United States, would 
necessitate additional cuts in acreage allotments that would be still 
more disastrous to individual producers and areas of the Cotton Belt. 

A more detailed discussion of the facts as presented at the hearing 
follows. 

THE DOMESTIC UPLAND-COTTON SITUATION 


The carryover of 9.7 million bales of cotton on August 1, 1954, and 
a production of 13.6 million bales for that crop year necessitated the 
imposition of stringent and uneconomic acreage controls for the 1955 
crop year under the existing law. The carryover and the crop pro- 
vided a supply in excess of 23 million bales. Under the marketing- 
quota law, the following situation exists: 


I it eh eck canis epidacens ‘ 4, 000, 000 
Domestic consumption, estimated. -........-....-..-------- ._.. 8, 800, 000 


Disappearance... ............. ae nis enendadisata _....-- 12, 800, 000 
30 percent allowance for carryover__._.......--.-.---------- ._.. 8, 840, 000 


PI 6 ea nol edomkvtdncscbensvdeces eS 16, 640, 000 


These estimates will apparently leave a surplus in excess of 6 million 
bales over a normal supply, and a carryover on August 1, 1955, in 
excess of 10 million bales. The Secretary of Agriculture was required 
under the law to impose controls for 1955 in the amount of 18,113,000 
acres. This drastic reduction in acreage is creating such extreme hard- 
ships on producers that the committee decided to study and investi- 
gate the conditions which led to this situation. Operations with 
respect to our price-support programs, foreign cotton production, syn- 
thetic production, private and governmental cotton export programs, 
and trade practices have thus been extensively reviewed. 


FOREIGN PRODUCTION EXPANSION 


The rigid 90 percent price-support program and CCC policy with 
respect to export sales have furnished an umbrella under which foreign 
production has expanded both in acreage and in production per acre 
with the assurance that it could capture our export markets at profit- 
able prices. Our Government volicy has been to force the United 
States cotton farmer to reduce his cotton acreage in this country to 
bring world supply into balance with effective world demand. 

Foreign countries, with suitable climatic and soils conditions for 
the production of cotton, and in need of an exportable commodity to 
provide them with needed exchange or barter in world markets, turned 
to cotton as a safe commodity to produce, because our fixed cotton- 
pricing policy guaranteed them a market for their full production at 
pause prices. In several instances part of the expansion has 

een carried out with private American capital, and with United 
States Government financed technical assistance. In addition to the 
technical assistance the United States Government, through gifts, 
grants, and loans, for economic developments including irrigation 
facilities, equipment, etc., has actively and materially assisted the 
expansion of existing cotton-growing areas, and the creation of new 
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such areas in foreign lands. In fact, our Government is largely 
responsible for the increased foreign production. 

The subcommittee is of the opinion that, if it were not for the man- 
datory 90 percent support price program of the United States Govern- 
ment which has maintained world cotton prices, bankers and lending 
agencies would not have extended the credit to expand foreign cotton 
production, and for the most part these new cotton-growing areas 
might not now be in existence. 

The following table indicates selected instances of foreign expansion 
im acreage and the increase in production encouraged by the price- 
support program, CCC sales policy, and other policies of the United 
States Government. For the purpose of comparison, the domestic 
acreage and production is also listed. 


1954-55 in- 





5-year | 5-year ibis crease from 
| average average Bn aac 1945-49 
acreage, acreage, 1945-49 (average 
1945-49 | 1950-54 F production 
in bales) 
United States __ Seaton ae 21, 258,000 | 22,848, 000 107. 5 | 1, 396, 000 
Egypt_.._...-- ele ee a ; cf ieee 1, 832, 000 134.0 | 44, 000 
Argentina_._..-..--- = 2 A | 962, 000 | 1, 342, 000 139. 5 | 193. 000 
EE a ieeian aie ail 11, 306, 000 16, 526, 000 146.2 1, 596, 000 
eile 1, 034, 000 1, 980, 000 191.5 | 1, 143, 000 
Turkey. -_- RS poeta : a 645, 000 1, 451, 000 225.0 | : 
PN £6 eh | dno ciniche bios : Kamae até 59, 000 397, 000 673.0 | 243, 000 
Nicaragua... ------- Beto SPB EAE YS. 11. 000 103, 000 936. 0 168, 000 





Note.—Information supplied by FOA. 


Central America is one of the high producing areas which is expand- 
ing cotton production most rapidly. Nicaragua, El Salvador, and 
Guatemala have almost completed picking their largest crop of nearly 
300,000 bales. This is a steady increase from 50,000 bales only 4 
years ago. A further increase of about 100,000 bales is expected for 
1955-56, and potential production estimates by the United States 
Department of Agriculture specialists range from 700,000 to 900,000 
bales in the next few years. 

The following table contrasting total foreign plantings (including 
the Communist areas) with United States plantings reveals facts still 
more alarming: 











United States Foreign 
5-year average planted acreage, 1950-54. ____._..........._....---..---- ; 22, 848, 000 56, 315, 000 
5-year average planted acreage, 1945-49. ______.__._..-...-...--.----- --------| 21, 258,000 39, 152, 000 


Increase. ..........-------- seb Zcththdech bd iT Ok ead bball 1, 590,000 | 17, 163, 000 


The unsoundness of our policy is further demonstrated by the fact 
that our cotton producers were forced through controlled acreage for 
1954 to reduce allotments to 21,379,000 acres (of which 19,776,000 
were planted) while foreign plantings were increased that same year 
to 60,483,000 acres. For 1955, the United States farmers’ allotment 
is cut to 18,113,000 acres, which is a slash of 4,735,000 acres from the 
1950-54 average planted acreage, while foreign producers will continue 
to expand substantially above last year’s plantings and will continue 
to capture markets which are historically ours. 





a 
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As a consequence of the policies demonstrated above, it is clear that 
United States producers have become the residual suppliers for world 
cotton markets. These policies, if continued, will bring bankruptcy 
to hundreds of thousands of our cotton farmers or force them off the 
farm completely. A continuation of these policies will destroy our 
cotton economy and undermine our entire economic strength. These 
policies have deprived thousands of United States tenant farm fami- 
lies of their historical means of livelihood for the crop year 1955. 
These families have had to move to town and many of them are now 
living primarily on welfare allotments. They are further adding to 
our rolls of unemployed while they are seeking other work. Most of 
these people are not adapted to or capable of efficient industrial pro- 
duction and they are creating acute social and economic problems in 
the areas to which they have moved. Past experience indicates that 
many of them will never return to the land. 


WORLD EXPORT PICTURE FOR COTTON 


The world export picture indicates a continuous loss of markets by 
the United States cotton producer since 1929, as indicated in the 
following table: 


Cotton exports: World total, foreign countries and United States 


[Exports shown in thousands of bales of 500 pounds gross weight} 
aio —— ——— 
| Foreign exporting countries | United States 


| World total | 





exports ee | Percentage ae Percentage 
Ac tual | of world Actual of world 
exports exports exports exports 
Years beginning Aug. 1: | 
1925-29... _-- 14, 433 | 5, 858 | 40. 6 8, 575 59.4 
1930-34 _ _ . _- | 13, 260 5, 616 42.4 7, 644 | 57.6 
1935-39 ome | 13, 247 | 7, 658 57.8 5, 589 42.2 
1940-44_____- | 5, 095 3, 717 | 73.0 1, 378 | 27.0 
Annual: 
SES oS cceke is | 9, 309 5, 631 | 60.6 3, 678 39.4 
SOBs casestes <450- a 9, 518 | 5, 862 | 61.6 | 3, 656 38. 4 
1947. . .-------- -------------| 8, 646 6, 621 | 76. 6 2, 025 23. 4 
abcde Hebhn ddknhnineh atau | 10, 987 6, 026 54.8 | 4,961 | 45.2 
Thane e=aagtbenaa| 12, 552 | 6, 548 | 52.1 | 6, 004 47.9 
1950....-- veahe 11, 878 7, 598 64.0 4, 280 36.0 
1061... .----.------------<<- 12, 185 | 6, 474 53. 1 5, 711 | 46.9 
al ob adaitas tiaras 11, 754 8, 573 | 72.9 3, 181 27.1 
MONE, coven See ceeakeanesel 13, 236 9, 322 70. 4 | 3, 914 | 29.6 


| | 





Notse.—Tables supplied by FOA and checked by U. 8S. Department of Agriculture, 


The war years of 1940-44 threw the picture out of balance, as did the 
acute dollar shortage of 1947. The limitation on exports in 1950-51 
by our Government helped to raise the world price to unrealistic 
heights and stimulated the aforementioned foreign acreage expansion. 
This gave impetus to the trend in increased production abroad which 
constitutes a major feature of our present cotton problem. 

The above figures on United States cotton exports must be further 
qualified by the fact that a great portion of this cotton was moved by 
credit financing, by grants, or by giveaway programs. Beginning in 
1945 through 1948, American cotton was shipped to Germany and 
Japan through credit arrangements under which the full value of 
$214 million was paid on schedule. Beginning in April 1948, the 
following table indicates the total cotton moved through dollar sales 
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contrasted with ECA, MSA, and FOA movements as these programs 
came into operation: 


: Actual 

. err sree Estimatec dollar value 

a | bales under of ECA, 
ales DY | ESA, MSA,| MSA, and 

dollar sales : : ° 


Bales of 
‘ | 500 pounds | 
> > 
Periods gross weight 








exported FOA FOA pro- 
grams 
Apr. 3, 1948, to June 30, 1949_..___. 4, 961, 000 | 1, 405, 000 | 3, 556, 000 $615, 200, 000 
July 1, 1949 to June 30, 1950 6, 004, 000 2, 624, 000 | 3, 380,000 | 540, 800, 000 
July 1, 1950 to June 30, 1951 4, 280, 000 2, 585, 000 | 1, 695, 000 382, 900, 000 
July 1, 1951 to June 30, 1952. ................... 5, 711, 000 5, 041, 000 | 670, 000 143, 400, 000 
July 1, 1952 to June 30, 1953 3, 181, 000 1, 866, 000 1, 315, 000 236, 500, 000 
July 1, 1953 to June 30, 1954__ - stas 3, 914, 000 | 2, 989, 000 925, 000 176, 300, 000 
July 1, 1954 to Feb. 18, 1955 - : : . 395, 000 | 73, 106, 060 
IO excel he cndacccnehicnbe vatccbinds need 28, 051,000 | | 16,510,000 | 2 11, 936,000 | 2, 168, 200, 000 


1 58.8 percent of total. 
2 41.2 percent of total. 


Note.—The bales moved under ECA, MSA, and FOA had to be estimated by FOA, though the dellar 
value is accurate within $100,000 each period. + 


The cotton-exports table shows that the United States producer 
lost the difference between the 1925-29 average of 59.4 percent of 
the world export market and 29.6 percent of such market in 1953. 
This loss of exports was incurred in spite of the fact that of the dollars 
our Government gave away or made available to foreign countries 
$2,168,200,000 was used for the purchase of cotton, with which huge 
amount they bought approximately 11,540,000 bales of cotton during 
the period between April 3, 1948, and June 30, 1954. This amounted 
to 41.2 percent of our total United States cotton exports during the 

eriod. 

' The export table shows that the two 5-year periods 1925-29 and 
1930-34, including 8 years prior to the inception of any type of con- 
trol program, and the first 2 years of the first type, including the 
plowup of 1933, indicate that historically we normally exported 7 
to 8 million bales of cotton each year. The last table showing the 
periods April 3, 1948, to June 30, 1954, indicate that in only 1 year 
out of the last 6 years have we sold for export as much as 3 alten 
bales for dollars. This is due primarily to the fact that we have 
become noncompetitive in price by our high support-price program 
and the withholding policies of the CCC. 

The cotton growers of the United States, as individuals, without 
the aid of their Government, are at a particular disadvantage to 
meet competitive export prices, which prices are subsidized by foreign 
competing countries, and cannot challenge practices by these coun- 
tries which bear resemblances to actual dumping of cotton on the 
world market. 

It will take action by the United States Government to meet these 
conditions which now prevail in world cotton trade. 

For instance, in the long-staple cotton area, an effort was made to 
bring the product of the United States more nearly in line with world 
prices by asking the Secretary of Agriculture to support long-staple 
cotton at the lowest level prescribed for price support, which is 75 
percent of parity. This is to become effective August 1, 1955. They 
were entirely willing to let the Egyptians import 90,000 bales into 
the United States while the United States producers grew 30,000 bales. 
The American cotton, however, because of its high price, continues to 
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move into storage. When it was announced that the American price 
would be lowered next August, the Egyptians lowered their price 
below the reduced American support price and will, therefore, con- 
tinue to sell our mills their cotton and additional bales of our long- 
staple cotton will again move into storage. 

This is a specific example of what has been going on in the cotton 
trade because of our 90 percent umbrella for the rest of the world. 
It can only be changed by authorizing the Secretary of Agriculture 
of the United States to sell Commodity-owned stocks of cotton without 
hindrance from any other agency or department of Government where 
and when he wishes and at a price level which will obtain a large 
American share of the export market and by giving him not only 
permission to do so, but a mandate so todo. The files of the Depart- 
ment of Agriculture contain many examples of how quickly a situa- 
tion such as the American cotton producer now faces has been cor- 
rected by the mere announcement that the American Government 
will not permit its price-support program to be scuttled by dumping 
from other lands in the world market. America, with two-thirds 
of the free world cotton stocks, and with the ability itself to produce 
many million more bales than this Nation is now producing, can 
throw the world cotton price picture out of balance any day that 
it so desires. The other cotton-producing nations would not quickly 
disturb so serious a competitor if our Commodity Credit cotton could 
be moved into world trade on a competitive basis. Therefore, too 
much emphasis cannot be placed on that portion of our proposed 
recommendations which would give the Department of Agriculture 
the sole responsibility to decide where, when, in what amounts, and 
to whom our cotton is to be exported, and the price level at which 
any sale is to be made. 


WORLD CONSUMPTION 


The committee recognizes that the United States cotton producer 
cannot maintain, and should not be expected to maintain, the world 
cotton supply at normal by decreasing our production by present 
acreage control programs. The aaiiate is worldwide in scope; 
therefore, the committee sought the answer on a worldwide basis in 
the hope that increases in population and per capita consumption 
would provide the long-term answer. These data are presented in 
the following table supplied by Foreign Operations Administration 
and checked by the United States Department of Agriculture: 


Per capita cotton consumption by area 








1938 1949 =| 1952 = 
1949 | 1952 
Pounds | Pounds | Pounds | 
eee 8G ee 21.4 | 23.6 | 31.3 | 10 | 26 
lds than dbddenpilisdigampaed 4 13.7 17.6 15.4 | 28 12 
iii i gem eed 6.4 6.6 6.2 | —3 | —3 
Northern, western, and southern Europe. - 8.8 8.4 | 8.8 | —5 0 
Eastern Europe and U. 8. S. R. (estimated) 6.8 | 5.5 | 6. 4 | —19 —6 
Asia (excluding China)--..............---- 4.2 | 3.1 | 3.5 | —26 —17 
BOB ih ss ceptdtbbin~stiksl Vel thbvlinn men de 2.4 | 2.6 | 2.9 | 8 21 
NII: dnnseiasecatsutisenaceapsunersnnaes 8.4 | 10.8 | 11.0 | 29 | 31 
World average..........-.---.------- 6.4 | 5.7 6.4 | 11 | 0 
| 
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Population estimates 


| 
| Percentage increase 








over 1936 
1936 | 1949 1952 2 ee 
| 1999 «6| = 1952 
| 
Millions Millions Millions | 
i in lll pale 128. 2 149. 2 157.0 | 17 23 
Canada 12.2 15.5 16.0 16 | 29 
Latin America ba eS / | 121.5 159. 1 170. 0 31 | 40 
Northern, western, and southern Europe 275.4 301.5 308. 4 9 | 12 
Eastern Europe and U.S. 8. R. (estimated) -_} 282. 0 290. 0 302. 0 3 | 7 
Asia (excluding China) --..-- pa’ vel 719.3 858. 7 894. 0 19 | 24 
Africa - -- 3 ; barra 126. 9 149. 2 156. 6 18 | 23 
Oceania -._-. pinpbewtndss dies adel 10.5 12.2 13. 1 16 | 25 
World total (excluding China) | 1, 676. 0 1, 935. 0 2,017.0 15 20 





A careful analysis of these tables indicates that the populous areas 
of Latin America, Europe, and Asia, comprising 1,674,500,000, or 
83 percent of the world population (excluding China), show a decline 
in per capita consumption of cotton for the years 1949 and 1952 com- 
pared with 1938. It was also in this area that 81 percent of the in- 
creased population from 1936 to 1952 occurred. The remaining 17 
percent of the world’s population shows a per capita increase in con- 
sumption, but such is far short of the need to absorb present world 
production. These data also show that overall foreign per capita 
consumption declined rather drastically from 1938 ‘to 1949, but 
recovered considerably by 1952. The economic development of the 
low per capita consumption areas offers hope for the future, as indi- 
cated by this increase, but not soon enough to be of much help in the 
current situation. Another encouraging outlook for increased foreign 
consumption is in the rapidly increasing population, but even this has 
not kept pace with increasing world cotton production. It is there- 
fore necessary for the United States to adopt realistic policies for our 
own immediate and long-term needs to expand the consumption of 
American cotton by recapturing a part of the markets lost to new 
producing areas, and to synthetic fibers. This is the only sound 
program to expand cotton exports, increase the consumption of 
American cotton, and regain stability for our cotton producers. This 
means that American cotton must be competitive pricewise in world 
markets and that our competitive merchandising program must be 
vastly more aggressive. 


SYNTHETIC FIBERS 


To further complicate the problem, inroads have been made on the 
domestic and world cotton markets by the synthetic fibers. Profitable 
investments in the expansion of synthetic production on a worldwide 
basis have been assured by the United States cotton price support 
umbrella. These fibers are very competitive in use, but offer little 
inducement on a consumer preferenc e basis. They have been able to 
capture huge markets formerly enjoyed by U nited States raw cotton 
mainly on the basis of price. 

Rayon production alone has increased in the United States from 
700,000 cotton bales equivalent in 1938 to 3,500,000 in 1953. World 
rayon production has increased from 4,500,000 cotton bales equivalent 
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to 10,600,000 in the same period. On the domestic scene rayon now 
displaces over 5% million cotton acres based on the United States 
average production per acre of the immediate past 5 years. On the 
same basis in the world picture, rayon now displaces almost 20 million 
cotton acres on the world average production per acre. Reliable 
textile milling interests inform the committee that less than 20 percent 
of rayon consumption is on a consumer preference basis and that over 
80 percent has been lost purely on the price factor. 

It is thoroughly alarming that the United States cotton support 
price has become the stabilizing base for world cotton and synthetic 
production, and thus provides an incentive for expansion. To carry 
out this policy we store our cotton and hold it off the world market 
until such times as the world supply is exhausted. When world pro- 
duction is excessive, our domestic production remains off the world 
market, accumulates in Commodity Credit Corporation stocks, and 
forces curtailment of United States production through acreage con- 
trols. No other cotton-producing nation, except Egypt with a 5 per- 
cent reduction this year, exercises any control over cotton production 
as such, so that presently world production is increasing faster than 
United States curtailment. The American farmer should not be 
expected to bear the entire burden and pay the entire cost of main- 
taining a normal world supply of cotton, at the same time providing 
both price and market assurance for world rayon expansion. 

Not only does the American cotton producer provide the price 
umbrella and endeavor to maintain world normal supply, but he, 
through the Commodity Credit Corporation, carries most of the raw 
cotton inventories for foreign and domestic mills. The growth of this 
situation is indicated by the following table: 


End-year cotton stocks, principal producing countries ' 


[1,000 bales of 480 pounds net] 


Aug. 1 each year 





1945 1950 1954 

Mesied. . ......... ; kid hiict. diss j 531 200 115 
Argentina.........<. = Foacaed eae pce { 613 560 500 
Brazil____- . eee ‘ 4, 026 530 1, 160 
a ‘ speis ae kum cns ‘ ; | 438 105 | 125 
Anglo-Egyptian Sudan___- ga oa. aa 255 98 200 
Belgian Congo... ......---- eae ; See 212 | 82 | 5 
Egypt = i. a | 1, 744 | 487 460 
French Equatorial Africa ; ‘ | 70 92 95 
Mozambique - - - -- : Seah teache~hbhe | 75 32 48 
Uganda... bas thee aa sail 204 90 65 
Greece ___- Sek : Bd nina L 32 32 16 
ee a ne aL oa ; 82 80 145 
WG nats CSc eee ke a ee . ‘ 5, 168 1, 250 1, 550 
Iran Seckekne ct . a hte: 2 ‘ il 25 33 8 
Pakistan 2 : : ‘ ‘ a ol i 111 25) 

Total, free world except United States . 13, 475 3, 782 4, 782 
United States___ 11, 164 6, 846 9, 576 











! Statistics supplied by Sani Operations Administration and checked by U. 8. Department of 
Agriculture. 
2 Pakistan is included with India in 1945. 


These figures indicate that 10 years ago the American cotton in- 
dustry carried less than half the inventories of the free world produc- 
ing countries while today we are carrying twice as much as the rest 
of the free world combined. The American cotton producer pays the 
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storage, interest, and insurance on this cotton, if he redeems it from 
the loan. Our present cotton policies have brought us to the point 
where the American producer plants less than one-third of the free 
world acreage and carries over two-thirds of the free world cotton 
inventory. 

FOREIGN EXPORT SUBSIDIES 


Most governments of foreign cotton producers have used and are 
using various types of export subsidies to move their surplus cotton 
into export channels each year. Some countries use favorable ex- 
change rates, others use reductions of export taxes in order to make 
their cotton sell. Several countries use government-to-government 
barter deals in which concessions are made in order to dispose of sur- 
plus stocks. Our Government’s cotton disposal policies make the 
United States producer provide his own subsidy in competition with 
foreign governments. Our cotton farmers indirectly pay this subsidy 
to foreign producers through loss of income by curtailed acreage. 

Cotton production materials and machinery used in the United 
States are produced behind tariff walls with legally set minimum 
wages and on high-cost land. Although farm labor is considerably 
cheaper in cash wages than industrial labor, there are compensating 
factors such as free housing, water, heating fuel, and others that 
enter into production cost per acre. These factors, in addition to 
high United States tax structures not encountered in other producing 
countries, place our cotton farmers at an extreme disadvantage in 
competing with the governments of foreign producers. 


PRODUCTION MINIMUM 


An annual production of 15 million bales is necessary to maintain 
a prosperous United States cotton economy. This is especially true 
since the new high-producing arid areas of the West have entered the 
picture. Historically the United States has been a cotton-exporting 
nation which has dominated the world cotton-producing business. 
With a domestic consumption of 9 million bales it will be necessary, 
if the American cottongrower is to prosper, to export 6 million or more 
bales annually. Some type of program must be devised under which 
our cotton producers, in cooperation with the Federal Government, 
can achieve this goal. The economic facts of past experience indicate 
that no stable long-term program can exist, based on Government 
subsidy alone. However, Government does have a direct responsi- 
bility to assist because of the regulated structure of our economy 
including tariffs, minimum wages, and other factors entering into 
production costs, because of the contribution Government policy has 
made to the present cotton situation, and also because of the activities 
of the governments of foreign cotton producers. 


SUMMARY 


There is something basically wrong with any farm program and 
government policy that denies people the right to produce and sell 
their production to a hungry and naked world. We have been 
unable to sell American cotton in international trade in volume 
sufficient to sustain the United States cotton-producing economy. 
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A farm program cannot exist on price alone, nor can farm people 
anticipate continuous prosperity under a program that gives away a 
large part of its production. 

The one certain result of the present farm program in its lack of 
sound cotton policies by the United States Government is the destruc- 
tion of the American cotton-producing industry. All cottongrowers 
will pay a terrible price, but the most terrific impact will fall upon 
the high-cost producing areas of the Southeast. It is fundamental 
that acreage reduction is no solution to the problems of the United 
States cotton farmer, for in the long run it will only aggravate his 


problems. We must have a program which will recapture lost mar- 
kets, protect the historic markets for the American cotton farmer, 


and move American cotton into consumption in sufficient volume to 
permit a prosperous cotton-producing economy. 

Cottongrowers will have to decide whether or not they desire to 
recapture world cotton markets, compete with synthetic fibers, and 
regain a decent acreage to plant in cotton. The only way they can 
accomplish this is to be competitive pricewise. For volume produc- 
tion, producers will have to sacrifice price to assist in becoming com- 
petitive with both synthetics and foreign cotton production. A farm 
program which does. not move farm commodities into consumption 
is doomed to failure. Its failure will prove disastrous to the farmers 
who are supposed to benefit therefrom. A number of steps must be 
taken to correct the present deplorable situation, to prevent its further 
deterioration, and to recapture rayon and cotton export markets in 
order for farmers to plant cotton acreages large enough to operate 
their farms efficiently and to secure a price sufficient to generate 
prosperity. Any program must, of course, be based upon support 
prices which are adequate to preserve the farmer’s economy and 
prevent the weakening of our credit structure. 


LONG-RANGE PROGRAM 


The solution of the cotton problem is in two parts—a short-range 
program and a long-range program. For a long-term program, there 
are three alternatives: (1) A reduction of support prices to enable an 
increase in the consumption of American cotton; (2) the retention of 
the 90-percent mandatory support price system with an export sub- 
sidy in some form which will enable American-grown cotton to com- 
pete with that grown in foreign countries; or (3) a combination of (1) 
and (2). It must be kept in mind, however, that any system adopted 
must promote agricultural prosperity. The long-range solution must 
be one that will increase the consumption of American cotton and pro- 
vide an increase in the acreage planted in cotton in the United States. 
This means that we must be competitive in price. ‘To accomplish 
this, support prices must be on a level which will permit the maximum 
consumption of American cotton. No industry is worth more than 
its markets. Values in the long run are determined by markets. 
The 90-percent support price plus an export subsidy can make our 
export price competitive on foreign markets, but it is a fallacious 
assumption to think it will solve our problem. We must also compete 
with rayon and other synthetics on the domestic market. It must be 
remembered that rayon production in the United States is largely due 
to the fact that domestic cotton prices are not competitive and that 
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over 80 percent of rayon’s use is based on price and not on consumer 
preference. 

Therefore, the committee recommends for the long-term program: 

(1) Liquidate Commodity Credit Corporation stocks competitively 
for export as rapidly as possible. These stocks must be removed 
before a long-term program can succeed. ‘They should be moved in 
an orderly manner with the purpose of recapturing export markets. 

(2) A flexible but effective subsidy should be provided and used for 
current production whenever necessary to prevent accumulation of 
excessive Government stocks and to aid in the expansion of export 
markets for American cotton. 

(3) The cotton farmer should be given the opportunity to choose 
between severely small acreage allotments with high price supports as 
presently applied and an acreage sufficiently large | to support a strong 
cotton farm economy based upon a realistic price-support level. In 
the opinion of the committee the choice of the latter alternative by 
the farmer, when coupled with the preceding recommendations, would 
meet price competition with domestic and foreign synthetics and 
foreign cotton production. It would also enable American cotton 
producers to recapture lost markets and provide an expanding market 
through increasing population and higher world living standards. 

In such a program, the domestic cotton textile industry must have 
adequate attention as the best customer of our cotton farmer. 

Obviously, the cotton farmer’s interest lies in his total market, both 
domestic and foreign. With the rapid population increases now 
taking place in the United States, coupled with the upward trend in 
our standards of living, it is clearly indicated that fiber consumption 
should rapidly increase. Domestic consumption should increase to a 
10-11 million bale level in the next few years, provided cotton can 
gain a more competitive position with synthetics in the domestic 
market. 

With the domestic cotton textile industry facing increased pressures 
from low-wage foreign competition, both with respect to the home 
market and textile exports, the cotton producer must take all reason- 
able precautions to preserve and enlarge the primary market here at 
home. 

In this, two primary problems are involved: 

(1) Textile — which in 1954 amounted to 600 million yards 
(600,000 bales use), or 15 percent of our total cotton exports, would 
suffer unless ‘ahieosnii safeguards are set up under any plan which 
would allow foreign manufacturers to purchase American cotton at 
much lower prices than our domestic mills pay. 

(2) The domestic market without safeguards would be subject to 
unfair competition from foreign goods made from much lower priced 
cotton than our own mills can obtain. This does not mean that world 
and domestic prices must in all circumstances be identical. 

To protect against the inequities involved in (1) and (2), it would 
be necessary to provide- 

(a) An equalizing payment on exports of yarn and fabric reflecting 
accurately the cotton price differential, based on net cotton content 
of exported fabrics, after allowances for grade, staple, and waste 
factors; and 

(6) A specific import quota arrangement. 
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GENERAL RECOMMENDATIONS 


General recommendations to help expedite the movement of current 
stocks of cotton in the hands of, or under loan to, the Commodity 
Credit Corporation, and to help maintain a healthy trade atmosphere 
for a long-range program include: 

(1) Simplify customs regulations. 

(2) Provide for the Secretary of Agriculture to replace the certifi- 
cated stocks on the cotton exchanges, which are not readily salable, 
after the enactment of legislation to prevent the accumulation of such 
inferior stocks in the future. 

(3) Amend section 4 of the Bretton Woods Agreement Act, as 
amended, by adding “The Secretary of Agriculture’? as a new and 
additional member of the National Advisory Council. 

(4) Modify the Cargo Preference Act requiring 50 percent of 
Public Law 480 and FOA commodities to be shipped in American 
bottoms. 


SHORT-TERM RECOMMENDATIONS 


In order to extricate the American cotton farmer from the present 
deplorable situation we recommend: 

(1) The immediate application of the first recommendation for the 
long-term program. 

(2) Amend by legislative act the Agricultural Trade Development 
and Assistance Act of 1954 to— 

(a) Adequately increase funds available for Public Law 480, 
title I. 

(6) Delete on line 5, paragraph 1, page 1, “ * * * in furtherance 
of the foreign policy of the re States.”’ and beginning next to last 
line of paragraph 1, page 1, delete “ * * * and to foster in other 
ways the foreign police: y of the United States.” 

(3) Request changes in the administration of Public Law 480 to 

(a) Remove yearly ceilings and provide long-term sales programs. 

(b) Give the Department of Agriculture the sole responsibility to 
decide what and when and to whom sales may be made under Public 
Law 480, title I, with other departments assigned an advisory capacity 
only. 

(c) Encourage multilateral trade. 

(d) Extend the period for sales arrangements to several years 
wherever such arrangements can reasonably be expected to expand 
or create new and continuous markets for farm products. 

(e) Provide for the Secretary of Agriculture to barter surplus farm 
commodities for strategic and critical materials that may be supplied 
over an extended period of years when in his opinion it would be 
advantageous to the United States. 

From time to time the committee will make additional recommenda- 
tions to cope with the cotton situation on the long-term and short-term 
phases of the problem. 
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